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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 27715

| NTRODUCED BY PYLE, ALLEN, ARGALL, ARMSTRONG BAKER, BALDW N
BASTI AN, BEYER, BI RMELIN, BOYD, BUNT, CALTAG RONE, CAPPELLI,
CAUSER, CLYMER, CRAHALLA, DALLY, DENLI NGER, DeWEESE, ELLI S,
FI CHTER, FORCI ER, GABI G CElI ST, GECRCGE, G NGRI CH, GOOD,
GRELL, HERSHEY, HUTCHI NSON, KAUFFMAN, KILLION, LEH MAHER,
VAI TLAND MAJOR, MARKOSEK, Ml LHATTAN, METCALFE, M LLARD,
R MLLER, MJSTI O NAILOR N CKOL, O BRI EN, PALLONE, PAYNE
QUI GLEY, RAPP, RAYMOND, REED, RElICHLEY, ROHRER, RUBLEY,
SATHER, SAYLOR, SCHRCDER, SEMMEL, SHAPIRO, S. H SM TH
SONNEY, STERN, R STEVENSQON, T. STEVENSCON, SURRA,

E. Z. TAYLOR J. TAYLOR TURZAI, WANSACZ, W LLI AMVS,
YOUNGBLOOD AND YUDI CHAK, JUNE 15, 2006

REFERRED TO COVM TTEE ON TRANSPORTATI ON, JUNE 15, 2006

AN ACT

1 Anending the act of March 4, 1971 (P.L.6, No.2), entitled "An

2 act relating to tax reformand State taxation by codifying

3 and enunerating certain subjects of taxation and inposing

4 t axes thereon; providing procedures for the paynent,

5 col l ection, adm nistration and enforcenent thereof; providing
6 for tax credits in certain cases; conferring powers and

7 i mposi ng duties upon the Departnent of Revenue, certain

8 enpl oyers, fiduciaries, individuals, persons, corporations

9 and other entities; prescribing crinmes, offenses and

10 penal ties,"” establishing the Pennsylvania Coal and Air
11 Quality Inmprovenent Tax Credit.

12 The General Assenbly of the Conmonweal th of Pennsyl vani a

13 hereby enacts as foll ows:

14 Section 1. The act of March 4, 1971 (P.L.6, No.2), known as
15 the Tax Reform Code of 1971, is anmended by adding an article to
16 read:

17 ARTICLE XVIII-C
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PENNSYLVANI A COAL AND AIR QUALITY_ | MPROVEMENT

TAX CREDI T

Secti on 1801-C. Definitions.

The foll owi ng words and phrases when used in this article

shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Conpliance facility." Property that is desi gned,

constructed or installed, and used at a coal-fired or waste

coal -fired electric generating facility for the prinmary purpose

of conplying with acid rain control requirenents under Title IV

of the ean Air Act Anendnents of 1990 (Public Law 101-549, 42

US.C. § 7651 et seqg.) or that controls or linmts em ssions of

sul phur or nitrogen conpounds or nercury resulting fromthe

conbusti on of coal through the renoval or reduction of those

conpounds before, during or after the conbustion of the coal,

but before the combusti on products are enmitted into the

at nosphere. The termincludes, but is not limted to, the

(1) A facility that renpves sul fur conpounds from coa

before the conbusti on of the coal and is | ocated off the

premnmi ses of an electric generating facility where the coal

processed by the facility that renoves sul fur conpounds from

coal is burned.

(2) Modifications to an electric generating facility

where such property is constructed or installed that are

necessary to accommodate the construction or install ation,

and operation of such property.

(3) A by-product disposal facility that excl usively

di sposes of wastes produced by such property and ot her coal

conbusti on by-products produced by the generating unit in or
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to which such property is incorporated or connected

regardl ess of whether the by-product disposal facility is

| ocated on the same preni ses as such property or generating

unit that produces the wastes di sposed of at such property.

(4) A facility or equi pnent that is acquired,

constructed or installed, and used at a coal-fired electric

generating facility exclusively for the purpose of handling

t he by-products produced by the first facility or other coal

conbusti on by-products produced by the generating unit in or

to which the first facility is incorporated or connected.

(5) A flue gas desulfurization systemthat i s connect ed

to a coal-fired electric generating unit.

(6) A selective catalytic reduction systemthat is

connected to a coal-fired electric generation unit and used

to reduce the |l evel of nitrogen oxi de em SSi ons.

(7)) Low nitrogen oxide burners that are used to reduce

the | evel of nitrogen oxi de eni ssions.

(8) An activated carbon injection system or other

simlar system desi gned to reduce the | evel of nercury

eni ssi ons.

(9) A facility or equi pnent acquired, constructed or

install ed, and used, at a coal-fired electric generating unit

primarily for the purpose of handling the by-products

produced by such facility or other coal conbustion by-

products produced by the generating unit in or to which such

facility is incorporated or connected.

"Departnent."” The Departnent of Revenue of the Commonweal th.

"Pass-through entity." A partnership as defined in section

29 301(n.0) or a Pennsylvania S corporation as defined in section

30 301(n.1).
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"Pennsyl vania coal." Coal mned fromcoal deposits | ocated

in or waste coal recovered within this Conmbnweal t h.

"Pennsyl vani a qualified coal expense." The cost to purchase

Pennsyl vania qualified coal that is delivered to coal-fired

electric generating units or the handling cost incurred to

recover waste coal for use in a waste coal -fired el ectric

generating unit. For purposes of this definition, the handling

cost does not include transportati on costs.

"Qualified tax liability." The liability for taxes inposed

under Article Ill, IV or VI. The termshall not include any tax

wi t hhel d by an enpl oyer from an enpl oyee under Article I11.

"Secretary." The Secretary of Revenue of the Commobnweal th.
"Taxpayer." An entity subject to tax under Article IIIl, IV
or VI of this act. The term shall include the sharehol der of a

Pennsyl vania S corporation that receives a research and

devel opnent tax credit.

"Waste coal facility." A facility that utilizes coa

previ ously di sposed or abandoned prior to July 31, 1982, or

di sposed of thereafter in a permtted coal refuse di sposal site

or classified as waste coal .

Secti on 1802-C. Est abl i shnent of program

(a) GCeneral rule.--A qualified entity shall receive the tax

credit authorized under section 1803-C.

(b) Adnministration and requl ati ons. --The departnent shal

admi nister this article and cooperate with the Departnent of

Envi ronnental Protection. The Departnent of Environnental

Protecti on and the Pennsylvania Public Utility Conm ssion shal

provi de assi stance to the departnent in identifying conpliance

facilities and providing other information that nay be necessary

to ensure the proper adm nistration of this article.
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Section 1803-C. Credit for Pennsylvania qualified coal

(a) GCeneral rule.--A taxpayer who i ncurs Pennsyl vani a

qualified coal expense in a cal endar year may apply for a tax

credit as provided in this article. By Septenber 15 of each

cal endar year a taxpayer nust subnit an application to the

departnent for Pennsyl vania qualified coal expense incurred in

the cal endar year that ended in the prior cal endar year.

(b)Y Anmpbunt.--A taxpayer that is qualified under subsection

(a) shall receive a tax credit for the calendar year in the

anmount of $3 per ton for each ton of Pennsyl vania qualified coal

(c) Notification to taxpayer.--By Decenber 15 of the

cal endar year following the close of the cal endar year during

whi ch the Pennsyl vania qualified coal expense was i ncurred, the

departnent shall notify the taxpayer of the anount of the

taxpayer's tax credit approved by the departnent.

Section 1804-C. Carryover, carryback, refund and assi gnnent of

credit.

(a) GCeneral rule.--1f the taxpayer cannot use the entire

anount of the tax credit for the taxable year in which the tax

credit is first approved, then the excess may be carried over to

succeedi ng taxable years and used as a credit agai nst the

qualified tax liability of the taxpayer for those taxabl e years.

Each tine that the tax credit is carried over to a succeedi ng

taxable year, it is to be reduced by the anpunt that was used as

a credit during the i nmedi ately precedi ng taxabl e year. The tax

credit provided by this article may be carri ed over and appli ed

to succeedi ng taxable years for no nore than 15 taxabl e years

following the first taxable year for which the taxpayer was
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entitled to claimthe credit.

(b) Application.--A tax credit approved by the departnent

for Pennsyl vania qualified coal expense in a cal endar year first

shal|l be applied against the taxpayer's qualified tax liability

for the current taxable year as of the date on which the credit

was approved before the tax credit is applied agai nst any tax

liability under subsection (a).

(c) Restriction.--A taxpayer is not entitled to carry back

or obtain a refund of an unused tax credit.

Secti on 1805-C. Det erm nati on of Pennsyl vania qualified coal

In prescribing standards for determ ni ng which qualified coal

expenses are consi dered Pennsyl vani a qualified coal expense for

pur poses of conputing the credit provided by this article, the

departnent may consi der:

(1) The | ocation where the coal deposits are n ned.

(2) The residence or business |ocation of the person or

persons where the qualifying entity is |ocated.

(3) The |l ocation and the characteristics of the

conpliance facility.

(4) Oher factors that the departnent deterni nes are

rel evant for the determ nati on.

Section 1806-C. Tine limtation.

A taxpayer is not entitled to a tax credit for expenses

incurred in cal endar years begi nning after Decenber 31, 2015.

Secti on 1807-C. Limtation on credits.

(a) GCeneral rule.--The total anpunt of credits approved by

t he departnment shall not exceed $30,000,000 in any fiscal year.

(b) Calculation.--1f the total anount of tax credits applied

for by all taxpayers exceeds the anpunt all ocated for those

20060H2771B4239 - 6 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

credits, then the tax credit to be recei ved by each appli cant

shall be the product of the allocated anpbunt multiplied by the

quotient of the tax credit applied for by the applicant divided

by the total of all tax credits applied for by all applicants,

t he al gebrai c equi val ent of which is:

taxpayer's tax credit = anount all ocated for those credits X

tax credit applied for by the applicant/total of al

tax credits applied for by all applicants.

Secti on 1808-C. Pass-t hrough entity.

(a) Ceneral rule.--1f a pass-through entity has any unused

tax credit under section 1804-C, the entity may elect, in

witing, according to the departnent's procedures, to transfer

all or a portion of the credit to sharehol ders, nenbers or

partners in proportion to the shares of the entity's

di stributive incone to which the sharehol der, nenber or partner

is entitled.

(b) | ndependent fromother tax credits.--The tax credit

provi ded under subsection (a) is in addition to any tax credit

to which a sharehol der, nenber or partner of a pass-through

entity is otherwise entitled under this article. However, a

pass-through entity and a sharehol der, nenber or partner of a

pass-through entity may not claima credit under this article

for the same qualified coal expense.

(c) Caimof tax credit.--A sharehol der, nenber or partner

of a pass-through entity to whomcredit is transferred under

subsection (a) nust imediately claimthe credit in the taxable

vear in which the transfer is nade. The sharehol der, nenber or

partner nay not carry forward, carry back, obtain a refund of or

sell or assign the credit.

Section 1809-C. Terni nati on.
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The departnment shall not approve a tax credit under this

article for cal endar years endi ng after Decenber 31, 2015.

Section 1810-C. Report.

The departnment shall annually nake a report to the

Envi ronnental Resources and Energy Commttee of the Senate and

t he Environnmental Resources and Energy Conmttee of the House of

Representatives on the activities undertaken pursuant to this

act including, but not limted to:

(1) The nunber and anobunt of tax credits provided.

(2) The nunber and description of the business entities

receiving the tax credits.

(3) The anmpbunt of coal on which the tax credits were

provi ded agai nst.

Section 1811-C. Regul ati ons.

The secretary shall pronul gate requl ati ons necessary for the

i mpl enentati on and adnmini stration of this article.

Section 1812-C. Applicability.

This article shall apply to Pennsyl vania qualified coal

expenses on or after January 1, 2006.

Section 2. This act shall take effect in 60 days.
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